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Background of the Invention 

Anyone that prepares their own tax returns can appreciate the difficulty in determining 
the gain or loss associated with, for a simple example, a mutual fund that has accrued reinvested 
5 dividends over a period of time. In such a reinvestment situation, each time the mutual fund 
declares a dividend, additional shares in the fund are purchased using the dividend amount and 
these additional shares are added to the investor's holdings. Typically, the price at which the 
additional shares are purchased using the dividends will differ from the purchase price of the 
original shares. When the investor's later sells his/her holdings, the purchase price of different 

1 0 groups of shares held by the investor will therefore typically be different, as such groups of 
shares were purchased at different times. In order to properly calculate the gain or loss 
associated with the transaction, an investor must typically review all past statements associated 
with the mutual fund, associate the original purchase price with the originally purchased shares, a 
second purchase price with the shares resulting from the first dividend reinvestment, a third 

15 purchase price with the shares resulting from the next dividend reinvestment, and so on. Then, 
for each group of shares with a given purchase price, the investor must calculate the gain/loss for 
each group of shares. Thereafter, the individual must aggregate the gain/loss amounts for all 
such groups to determine the total gain/loss for the investment. This is a tedious and time- 
consuming process that includes multiple possibilities for accounting errors that can result in an 

20 incorrect determination of the gain/loss associated with the investment. Other capital events 
such as, stock-splits, spin-offs and mergers, present similar difficulties. 

It is an object of the present invention to provide a system and method that ameliorates 
the above difficuhies by automatically adjusting the cost basis associated with the purchase of an 
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investment so as to compensate for capital events such as dividend reinvestments, stock-splits, 
spin-offs and mergers, that occur while such investment instruments is held by an individual. 

This and other objects of the invention will become apparent from the description that 
follows. 
5 Summary of the Invention 

The present invention is directed to a computer-implemented method and apparatus for 
determining a cost basis associated with an investment. The investment may be in the form of a 
security or securities with which capital events can be associated. The term "security" is 
hereinafter used to refer to all investments having capital events, and include investments traded 
1 0 in individual units such as shares as well as investments identified based on a face amount, 
purchase amount, or other method for defining the value of the investment. Information 
identifying an issuer associated with the security, parameters such as, but not limited to, a 
purchase date of the security, a number of shares of the security purchased on the purchase date, 
and a sale date of the security may be entered into a computer system. A purchase price for the 
1 5 security on the purchase date may be retrieved from a database coupled to the computer system 
or from a user of the computer system. Alternatively, a purchase price for the security 
corresponding to the amount paid by the purchaser or may be entered. Next, in response to the 
information identifying the issuer, the purchase date and the sale date, a list of capital events that 
occurred in connection with the security between the purchase date and sale date may be 
20 retrieved from the database. The list of capital events includes at least one event selected from 
the group consisting of a distribution reinvestment event, a spin-off event, a merger event and a 
split event. The database stores past price information and capital events for a plurality of 
different of securities associated with different issuers. The plurality of different securities for 
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which information is stored in the database may include, for example, common stocks, mutual 
funds, options warrants, and closed end bond funds. Shares held adjustment ratios related to one 
or more events may also be retrieved from the database. The term "Shares Held Adjustment 
Ratio" is used to refer to an investment quantity factor reflecting a quantitative change in the 
5 holding of an investor, and is not limited to investments traded as shares, but includes all 

investments having some measure of quantity. Each of the shares held adjustment ratios may 
correspond to a capital event that occurred in connection with a security between the purchase 
date and the sale date, A current cost basis associated with the security may then be determined. 
In a preferred embodiment, a current cost basis associated with a security is determined 

10 initially by applying a first shares held adjustment ratio associated with an event to the purchase 
price per share of the security. If multiple shares held adjustment ratios were retrieved from the 
database, then intermediate cost bases may be determined by iteratively and cumulatively 
applying factors associated with capital events to the basis of the investment until a final basis is 
determined. In this preferred embodiment, the cost adjustment information associated with each 

15 event retrieved from the database has an event date associated therewith and is applied to the 
current cost basis in a chronological order such that the cost adjustment information associated 
with the latest capital event date is applied in the final iteration of the process. 

In accordance with a further aspect, the shares held basis adjustment ratio associated with 
each stock-split event stored in the database corresponds to a number of additional shares of a 

20 given security issued for each share of the given security held prior to such stock-split event; the 
shares held adjustment ratio associated with each merger event stored in the database 
corresponds to a number of shares of a security associated with a merged entity issued for each 
share associated with an issuer that merged into the merged entity; and the shares held basis 
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adjustment ratio associated with each spin-off event stored in the database corresponds to a 
number of shares of a security associated with a spun-off entity issued for each share associated 
with an issuer that divested the spun-off entity. 

In accordance with a still further aspect the database stores the capital events for the 
5 plurality of different securities in a first table. For each capital event stored in the first table, the 
database may include fields corresponding to the stock symbol of the company associated with 
such capital event, a date of such capital event, a type of such capital event, a shares held 
adjustment ratio associated with such capital event, and where applicable, the company's role in 
such capital event, the company's partner in such capital event and the subscription rate in such 
10 capital event. 

In addition for each company or security that contains a capital event stored in the first 
table, the database may include a second table that contains fields for the name of the company, a 
stock symbol associated with the company, a CUSIP number associated with the company, a 
begin and end date for when such company first and last traded in the market and a field that 

15 stores a value correlating the stock symbol associated with such company. The value correlating 
the stock symbol, company name and CUSIP number may be used to identify an issuer 
associated with a given security in the database as such company undergoes merger events, spin- 
off events and name change events. 

In accordance with a still further aspect, the database may store price information for 

20 each of the plurality of securities in a third table. For each date for which price information is 

stored in the third table, the database may store a company identifier, a high price, a low price, an 
open price and a close price for each of the plurality of securities referenced in the database. 
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In accordance with a still further aspect, the database stores a complete list of all the 
companies of securities that once traded on any of the exchanges and have later filed for 
bankruptcy and/or have been de-listed from the exchange from which it traded. The capital 
events in connection with each of the defunct companies will also be stored in the database. The 
5 computer system will trace the history (if any) of capital events of any given defunct company 
and provide the necessary information so that the investor has the information needed to 
determine the worthlessness of the security. 

In accordance with a still further aspect, the database may store a list of the high/low 
closing and opening prices of all equity and index options that once traded on an exchange. If 

1 0 the investor is not aware of the exact date of when a option was either purchased or sold, the 
system may search for an average. The cost basis of an option in connection with/without its 
underlining security may be determined based on whether the option was exercised, expired, or 
the position was closed in the market. If a purchased call or put were sold on the exchange prior 
to expiration, the system could automatically determine the difference between the cost and the 

15 amount received as either a long-term or short-term capital gain or loss, depending on the 
holding period. 

In accordance with a still further aspect, the database may store a list of rights or warrants 
of underlying securities on exchanges. If an investor is not aware of an exercise price, cost basis 
or issue date of a warrant/rights offering, the system may search the database for the information 
20 requested by the user. In retrieving the adjusted cost basis of a stock and stock rights, the system 
may automatically determine whether the stock rights were taxable or nontaxable. 

This application claims priority from United States Provisional application 60/200,088, 
filed April 27, 2000. This application is incorporated in its entirety herein by reference thereto. 
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Brief Description of the Drawings 

The features, objects, and advantages of the present invention will become more apparent 
5 from the detailed description set forth below when taken in conjunction with the drawings. 

Figure 1 depicts a graphical user interface for inputting information such as an issuer 
associated with a given security, a purchase date of the security, a number of shares of the 
security purchased on the purchase date, and a sale date of the security into a computer system, 
in accordance with a preferred embodiment of the present invention. 
10 Figvire 2 depicts an exemplary portion of a database table for storing price information for 

each of a plurality of different securities over a given period of time- 
Figure 3 depicts an exemplary portion of a database table for storing information 
identifying capital events that have occurred over a given period of time in connection with 
various securities such as those listed in the database table of Figure 2. 
15 Figure 4 depicts an exemplary portion of a database table for storing association 

information identifying securities. 

Figure 5 is a flow diagram showing the overall operation of a software system for 
determining a cost basis associated with a security, in accordance with a preferred embodiment 
of the present invention. 

20 Figure 6 is a flow diagram showing a system for adjusting the cost basis of a security that 

has undergone a stock spin-off event. 

Figure 7 is a flow diagram showing a system for adjusting the cost basis of a security that 
has undergone a stock split event. 
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Figure 8 is a flow diagram showing a system for adjusting the cost basis of a security that 
has undergone a distribution reinvestment event. 

Figure 9 is a flow diagram showing a system for adjusting the cost basis of a secvirity that 
has undergone a merger event. 
5 Figure 10 is a flow diagram showing a system for adjusting the cost basis of a security 

that has undergone a de-listing event. 

Figure 1 1 is a flow diagram showing a system for adjusting the cost basis of a security 
that has undergone a worthless security event. 

Figure 12 is a flow diagram showing a system for adjusting the cost basis of a option 
10 security. 

Figure 13 depicts a graphical user interface for outputting the adjusted cost basis 
associated with a given security in response to the information inputted into the system via the 
graphical user interface shown in Figure 1, in accordance with a preferred embodiment of the 
present invention. 

15 Figure 14 is a block diagram showing the components of a system for determining a cost 

basis associated with a security, in accordance with a preferred embodiment of the present 
invention. 
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Detailed Description of the Preferred Embodiment 

The present invention functions to ascertain the historical cost basis of investments, 
including but not limited to stocks, bonds and mutual funds, and can be implemented remotely 
5 through, for example, the Internet or on a stand alone computer. By way of an overview, in the 
preferred embodiment, the present invention determines an accurate cost basis for a given 
investment regardless of the investment's history of capital changes such as stock splits, spin- 
offs, mergers, right offerings, original discount values, special dividends and distribution 
reinvestment options. The present invention calculates and displays the cost basis of a stock, a 

1 0 stock option, mutual fond or any other investment through an easy to use graphical-user 

interface. The invention incorporates a database that accesses historical information for various 
securities including daily opening, high, low and closing prices, spin-offs, mergers, stock splits, 
rights offerings, right redemptions, special dividends, return capital, original issue discounts, and 
dividend reinvestment programs in multiple buying periods. 

15 In a preferred embodiment, after being provided with a company symbol or CUSIP 

number associated with a given investment (if not known, a directory of companies and their 
corresponding symbols are preferably automatically provided), the date of purchase or 
acquisition (if the precise date is not known, an average price for any given month or year can be 
provided), and the original number of shares purchased or acquired (such information is 

20 preferably entered using the screen shown in Figure 1), the present invention automatically 
determines an adjusted cost basis per share and this information, together with any adjusted 
number of shares are provided to the user via a separate screen such as that shown in Figure 13. 
Alternatively, a purchase price for a security may be provided by a user, especially where the 
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purchase price of the security may vary through a purchase date. In order to determine the 
gain/loss associated with the transaction, the user can simply subtract the sale price of the shares 
associated with the investment (common to all shares sold) from the adjusted cost basis output of 
the present invention (this figure is also common to all shares associated with the transaction) to 
5 determine the gain/loss. On the cost basis screen shown in Figure 1, the closing price on the date 
of purchase is made available to the user as a beginning reference point if needed, i.e., if the user 
does not have such information, the information may be automatically retrieved from a database, 
such as that shown in Figure 2. 

The present invention thus uses the information provided/retrieved in coimection with the 

1 0 screen shown in Figure 1 to automatically retrieve historical information associated with the 

security. The system may then locate the closing price on the purchase or acquisition data of the 
investment and compile forward any and all relative capital changes that would effect the basis 
of the investment. The system may distinguish among various types of capital changes and 
apply the correct adjustments to the investment's cost basis and number of shares accordingly. 

15 Referring now to Figure 2, there is shown an exemplary portion of a database table 200 

for storing price information for each of a plurality of different securities over a given period of 
time in accordance with a preferred embodiment of the present invention. Database table 200 
stores historical price information for each of a plurality of securities. For each date covered by 
the database table, the database may store a high price 206, a low price 208, an open price 2 1 0 

20 and a close price 212 for securities referenced in the database. Securities having a single price 
per day, such as mutual funds having a Net Asset Value at close of trading, may be reported by 
only the Net Asset Value, or by a net Asset Value and a Sale Price 214 for the day. It will be 
understood by those skilled in the art that other database structures could be used for storing the 
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information shown in Figure 2, and that such modifications are within the scope of the present 
invention. 

Referring now to Figure 3, there is shown an exemplary portion of a database table 300 
for storing information identifying capital events that have occurred over a given period of time 
5 in connection with the various securities listed in the database table of Figure 2. Such capital 
events may include, for example, spin-offs, mergers, stock splits, rights offerings, right 
redemptions, special dividends, return capital, original issue discounts and dividend 
reinvestments. Database table 300 thus stores the capital events for the plurality of different 
securities in database table 200. For each capital event stored in the database table 300, the 

10 database includes fields corresponding to a name of a company 302 associated with such capital 
event, a stock symbol 304 associated with such capital event, a date 306 of such capital event, a 
type (e.g., dividend reinvestment, stock split, spin-off, etc.) of such capital event 308, a shares 
held adjustment ratio 310 associated with such capital event, and any other information desired 
to be associated with the capital event. Where a capital event involves multiple related shares, 

15 additional ratios 312 and related shares values 314 can be included. 

Referring now to Figure 4, there is shown an exemplary portion of a database table 400 
for associating investment names. The table may contain fields identifying the name of an 
investment 402, a symbol associated with the investment 404, a CUSIP number 406 associated 
with the investment, a begin 408 and end 410 date for where such company first and last traded 

20 and a field that stores a value correlating an investment when said investment is associated with 
multiple issuers, symbols, or CUSIP numbers. 

In the preferred embodiment, database tables 200, 300, and 400 store past price 
information and capital events for a plurality of different securities associated with different 
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issuers. The plurality of different securities for which such information is stored in the database 
include, for example, common stocks, mutual funds, closed end bond funds, and options. 

The shares held adjustment ratio stored in the database for a given capital event reflects 
the type of the capital event and the financial particulars associated with the given capital event. 
5 The following examples demonstrate how the cost basis is determined for some of the different 
capital events that are processed by the present invention: 

Example 1 - Spin-Off Event 
The ABC company has outstanding Common Stock. On 06/30/99, the ABC Company 
spins off a subsidiary named the XYZ Company for a 2-to-l ratio. As a result of this spin-off 

10 event, for every 1 share of ABC Common Stock held by an investor, the investor will receive 2 
shares of the new XYZ Company. Thus, an investor that holds 100 shares of the ABC Company 
prior to the spin-off will receive 200 shares of the XYZ Company and, following the spin-off, the 
investor will hold his original 100 shares of ABC Common Stock and 200 shares of the XYZ 
Company. The shares held adjustment ratio stored in the database for this capital event 

1 5 corresponds to the number of shares of the spun-off entity (e.g. the XYZ Company) issued for 
each share associated with the company that divested the spun-off entity (e.g., the ABC 
Company). In this example, the shares held adjustment ratio stored in the database for the capital 
event would therefore equal 2.0, while the records associated with the original ABC Common 
Stock would also reflect a name association with the new XYZ Common Stock. 

20 For example, if an investor had purchased 100 shares of ABC company stock on January 

1, 1999 for $10 per share, and the values of ABC and XYZ stock were $5,00 and $2.50 per share 
respectively. The total basis ($1000) associated with the shares purchased on January 1, 1999, 
would have to be distributed between the new ABC and XYZ shares, dependant on the relative 
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values of the shares at the time of the spin-off. The weighted values of the shares at the time of 
distribution, along with the distribution ratios, would yield the cost basis allocation associated 
both with the original shares of ABC and for the new shares of XYZ. 

A basis allocation ratio associated with the original shares could be calculated by 
5 dividing the value per share of the ABC shares at the time of the spin-off divided by the sum of 
the values associated with each share resulting from the spin-off. For example, as obtained from 
reference to a database, the prices for the ABC and XYZ shares, referred to hereafter as pABC 
and pXYZ respectively, could be $5.00 and $2.50. As such, the allocation ratio for the ABC 
stock utilizing the shares held ratios (nABC and nXYZ) in conjunction with the price 
10 information can be written as: 

~ (nABC =^ pABC) + (nXYZ * pXYZ) 
Substituting the known values for the example yields an allocation ratio of 0.50. 
Applying this ratio to the basis per share of the originally held ABC common stocks would yield 
a basis per share of $5.00. An allocation ratio for the new XYZ common stock could be similarly 
15 determined, with an allocation ratio of .25 being determined. Applying the allocation ratio to the 
basis per share of the original ABC common stock would yield a basis per share of $2.50 per 
share of XYZ common stock. 



Example 2 - Stock-Split Event 
20 The ABC company has outstanding common stock. On 06/30/99, the ABC Company 

spUts its shares in a 3-for-l stock-split. As a result of this stock-split, for every 1 share of ABC 
common stock held by an investor prior to the stock split, the investor will receive an additional 
2 shares of common stock of the ABC Company. Thus, an investor that holds 100 shares of the 
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ABC Company prior to the stock-split will receive 200 further shares of the ABC Company as a 
result of the stock-split. Following the stock-split, the investor will hold his/her original 100 
shares of ABC Common Stock and 200 further shares of the ABC Company, The shares held 
adjustment ratio stored in the database for this capital event may be determined as follows: 

5 

SHAR = (number of shares issued per share) + 1.0 

In this example, the shares held adjustment ratio stored in the database for this capital 
event would therefore equal 3.0. A basis allocation ratio would simply be V(n ABC), or .333. 
10 Applying this allocation ratio to the prior basis per share would thus distribute one third of the 
prior basis per share to each share held after the split. 

Example 3 - Merger Event 
The ABC company has outstanding Common Stock. On 07/30/99, the ABC Company 

1 5 merges with the XYZ Company on a 2 for 1 ratio. As a result of this merger, for every 2 shares 
of ABC Common Stock held by an investor prior to the merger, the investor exchanges such 
shares for 1 share of Common Stock of the merged ABC/XYZ Company. Thus, an investor that 
holds 200 shares of the ABC Company prior to the merger will exchange such shares for 100 
shares of the merged ABC/XYZ Company and, following the merger, the investor will hold only 

20 1 00 shares of the merged ABC/XYZ Company (and none of his/her original 200 shares of ABC 
Common Stock). The shares held adjustment ratio stored in the database for this capital event is 
a number of shares of a security associated with the merged entity (e.g., the ABC/XYZ 
Company) issued for each share associated with an issuer (e.g., the ABC Company) that merged 
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into the merged entity. In this example, the shares held adjustment ratio stored in the database 
for this capital event would therefore equal 0.5. An association between the identify of the ABC 
shares held before the merger with the XYZ shares post merger would also be created. 

5 Example 4 - Distribution Reinvestment Event 

A distribution of dividends or capital gains allocations from a stock or mutual fund may 
result in the acquisition of additional shares of the stock or mutual fund through a distribution 
reinvestment. The distribution is generally taxable at the time it issues (unless held as part of a 
deferred income plan such as an IRA), and as such can affect the basis of the underlying 

10 investment from which the distribution was issued. 

For example, an investor may have purchased 100 shares of XYZ stock at $10 per share 
on January 1, 1999. On December 28, 1999, the XYZ company may have issued a dividend of 
$0.50 per share, which the investor may have elected to have reinvested. The cash value of the 
distribution to the investor would have been $50. If the per share price of the investment on 

1 5 December 28, 1 999 was $ 1 2.50 per share, the reinvestment would have resulted in the purchase 
of an additional 4 shares of XYZ. As such, a shares held adjustment ratio of 1.04 would be 
stored, determined by dividing the distribution per share by the price per share at the time of the 
distribution, and adding one (representing each originally held share) to arrive at a shares held 
adjustment ratio. 

20 Alternatively, a shares held adjustment ratio could be determined without directly 

retrieving a SHAR value from the database. Since the SHAR value can be readily determined 
from the distribution amount and purchase price on the day of the distribution. SHAR can be 
calculated as 
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(PricePerShare) 



The timing of the sale of the shares of the XYZ company may impact the tax 
5 consequences of a sale of the shares. As such, the purchase date of each group of shares may 
need to be remembered for reporting purposes at a later date. Accordingly, the basis of the 
shares can be tracked per group or aggregated. 

If the basis is to be tracked for each group of XYZ stock based on its purchase date, a 
distribution reinvestment event would cause a shares held adjustment ratio of 1 .0 to be applied to 
10 the quantity of the shares held immediately prior to the distribution event, as well as the creation 
of a new group of shares (purchased on the date of the distribution event), where the basis for the 
new group would be determined by the purchase price of the shares. As such, no allocation 
ratio would need to be applied to either group of shares, as the basis for the originally held shares 
would not change, while the basis for the newly acquired shares would be the price of the shares 
1 5 at the time of the reinvestment. 

Alternately, where distributions of more than one type occur on the same day, a 
distribution reinvestment event could include a dividend distribution as well as a capital gain 
distribution. It will be understood by those skilled in the art that such a distribution could be 
treated as a single distribution event, or as multiple distribution events based on the type of 
20 distribution which has occurred. 



Example 5 - Worthless Security Event 
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For this example, assurance the ABC Company was deUsted from the New York Stock 
Exchange in 1997, and afterwards filed for bankruptcy two years later. The investor who 
purchased the now defunct company stock before 1997 may not be aware of this recent 
development. In order for the investor to write off the investment in the year the company filed 
5 for bankruptcy (an IRS requirement to approve the write-off), proof of the investment's 

worthlessness is necessary. The investor may use the database by either entering the company's 
name, stock symbol or CUSIP number and the software may search the database to identify the 
capital change history of the defunct company. If the investment is worthless in value, the system 
will identify it and a pop-up window will appear and provide the user with important information 
10 needed to write-off the investment. The pop-up window can identify when the security was de- 
listed from the exchange it traded on and (if) when the company went bankrupt or was 
liquidated. 

A simple de-listing of an investment generally means that the market price of an 
investment has dropped below a value criteria established by an exchange. The investment does 
1 5 not necessarily lose value, nor is the basis or number of shares held adjusted by the event. As 
such, a de-listing event may have a shares held adjustment rate of 1 associated with the event. 

A liquidation type bankruptcy may result in the value of investments becoming zero. 
This is particularly the case with equity investments, such as common stocks. The basis in the 
shares does not change, nor does the number of shares held. As such, the shares held adjustment 
20 ratio associated with such an event would be 1 . This is a worthless security event. 

Other forms of bankruptcy may also occur, such that the event associated with the 
bankruptcy may be comparable in form to a merger or split event. Such a situation arises where 
originally held investments are converted to a newly issued investment at a discounted rate. 
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Such an event may occur as part of a reorganization bankruptcy. For example, as a means for 
gaining shareholder approval for a reorganization plan, the shareholders may be offered a 
fractional amoimt of stocks in a reorganized company in exchange for ratification of the 
reorganization plan. The basis of the originally held shares may either be fully associated with 
5 the new shares^ or may be separated as a capital loss associated with the event. 

Example 6 - Put Options 
On April 11, 2000, an investor sold an ABC May put options at a strike price of $50 per 
share for a premium of $2,00 per share. 
10 In May the ABC put options were exercised due to the underlying stock reached $50 or 

higher. The investor retains the premium, however, must purchase the underlying ABC stock at 
the strike price. 

The investor may use the application and database to determine the accurate cost basis for 
her ABC stock. The system will automatically deduct the amount of the premium received by 
1 5 the investor to the security's purchase price. The adjusted cost basis for the ABC stock is then 
determined to be $48 per share. 

The system will also automatically determine an accurate cost basis for the other side of 
the transaction as well. For example, the investor who brought the ABC put options at the strike 
price of $50 per share for $2.00 can also retrieve an adjusted cost basis using the database 
20 system. The application can determine the amount realized on the sale of the ABC stock by 

deducting the premium paid when the option was exercised. The system will then determine that 
the adjusted cost basis for the ABC stock is also $48 per share. 

Example 7 - Op t ions (Calls/Puts) With Stock 
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On January 1, 2001, an investor purchased 200 shares of XYZ Company common stock 
at a price of $25 per share for a total cost of $5,000. The investor also sold an XYZ February 
covered call option at a strike price of $35 per share for a premium of $L50 per share. The 
investor received a premium total of $300 for the covered call option sold. 
5 In February the XYZ covered call options were exercised when the underlying XYZ 

stock reached $35 or higher. The investor retained the premium of $300, however, must sell the 
XYZ stock at a price of $35 per share. 

The investor may use the application and database to determine the accurate cost basis for 
his XYZ stock coupled with the covered call option as a combined investment strategy. The 
10 system will automatically apply the premium received by the investor and add that amount from 
his/her original cost basis of $5,000. The adjusted cost basis for XYZ is then determined to be 
$5,300 or $26.50 per share. 

The system will also automatically determine an accurate cost basis for the other side of 
the transaction as well. For example, the investor who brought the 200 shares of the XYZ stock 
15 at the strike price of $35 per share can also retrieve an adjusted coast basis using the database 

system. The application can retrieve an accurate cost basis by applying the premium paid for the 
call option of $300 to the amount paid for the XYZ stock of $5,000. The system will then 
determine that the adjusted cost basis for the XYZ stock is also $5,300 or $26.50 per share. 

Returning now to Figure 4, for each capital event stored in table 400, the database further 
20 preferably includes a field that stores a value correlating the stock symbol and the CUSIP 
number associated with such capital event. The value correlating the stock symbol and the 
CUSIP number uniquely identifies an issuer associated with a given security in the database as 
such issuer undergoes historical capital changes such as merger events, spin-off events and name 
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change events. The value correlating the stock symbol and the CUSIP number acts as a 

safeguard in the event the stock symbol and/or CUSIP no longer applies as a result of a historical 

capital change, and is particularly useful for tracking stocks that have undergone capital events 

such as name changes, mergers, obsolete securities (where an old ticker symbol previously 
5 associated with a given stock has been reassigned and/or where the CUSIP number previously 

associated with a given stock becomes obsolete), and when the security changes the exchange 

which it trades on (for example, from the NASDAQ to the NYSE). 

An example of a name change occurred when International Harvester changed its name 

to Navistar. In this case, the stock symbol for the security changed. An example of a merger 
10 occurred when Travelers merged with Citicorp to form Citigroup. In this case, both the Citicorp 

and Travelers stock symbols were reassigned and Citigroup was assigned the old stock symbol 

for Chrysler (which was merged into DaimlerBenz and hence ceased to exist under the name 

Chrysler.) The CUSIP numbers for these entities also changed as a result of these capital events. 

In the case of obsolete securities, the company symbols and CUSIP numbers are no longer used 
15 once the stock is de-listed. Finally, when a security changes the exchange on which it trades, the 

company is assigned a new stock symbol and the old stock symbol previously used by the 

company is either no longer used or re-assigned. 

Accordingly, in the present invention, a value correlating the stock symbol and the 

CUSIP number (e.g., a 10 digit alpha numeric internal identification number) is preferably 
20 permanently assigned to every security referenced in the database. This internal identification 

follows the security through time in the database, where other tracking methods such as CUSIP's 

and stock symbols fail. 
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Referring now to Figure 5, there is a flow diagram showing the overall operation of a 
software system 500 for determining a cost basis associated with a plurality of shares of a 
security, in accordance with a preferred embodiment of the present invention. In step 510, 
information identifying an issuer associated with the security, a purchase date of the security, a 
5 number of shares of the security purchased on the purchase date, and a sale date of the security is 
entered using, for example, the interface shown in Figure 1 . In step 5 10, a purchase price per 
share of the security on the purchase date is also either retrieved from database table 200 or from 
the user if the user has such information available. Next, in step 520, in response to the 
information identifying the issuer, the purchase date and the sale date (input in step 510), a list of 

10 capital events that occurred in connection with the security between the purchase date and sale 
date is retrieved from database table 300. One or more shares held adjustment ratios are also 
retrieved from the database in step 520. Each of the shares held adjustment ratios corresponds to 
one of the capital events that occurred in connection with the security between the purchase date 
and the sale date. In steps 530-560, a current cost basis associated with the security may then be 

15 determined in accordance with the one or more shares held adjustment ratios and the purchase 
price per share of the security. 

In a preferred embodiment, a current cost basis associated with the security is preferably 
determined (in steps 530-560) initially by applying a first shares held adjustment ratio to the 
purchase of the security. If multiple shares held basis adjustment ratios were retrieved from the 

20 database in step 420, then an intermediate cost basis may be assigned to be equal to the current 
cost basis. For each further shares held adjustment ratio retrieved from the database in step 420, 
the current cost basis is then adjusted again by applying a further shares held adjustment ratio to 
the intermediate cost basis. This process is then repeated until each further shares held 
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adjustment ratio retrieved from the database has been used to adjust the current cost basis. In 
this preferred embodiment, each further shares held cost adjustment ratio retrieved from the 
database has an event date associated therewith and is applied to the current cost basis in a 
chronological order such that the cost adjustment ratio associated with a latest event date is 
5 applied in the final iteration of the process. 

Although the above contemplates retrieving all capital events before applying them to the 
basis of a security, the capital events can be retrieved and applied sequentially for each capital 
event stored. The capital events should be applied chronologically to accommodate accounting 
and tax reporting requirements. 

10 Thus, for example, if for a given investment four capital events occurred between a 

purchase date of 01/01/99 and a sale date of 12/31/99, i.e., a reinvested dividend on 01/31/99, a 
merger on 02/28/99, a stock-split on 03/31/99 and a spin-off on 04/30/99, then in step 520, a list 
of four capital events would be retrieved from database table 300. In addition, four shares held 
adjustment ratios (each corresponding to one of the four capital events) would also be retrieved 

15 from the database. In the steps that follow, the current cost basis associated with the security 
would then be determined in accordance with the four shares held adjustment ratios and the 
purchase price per share of the security. In particular, in this example, the current cost basis 
associated with the security would initially be adjusted (in step 550 which is used for processing 
dividend reinvestments) by applying the first shares held adjustment ratio associated with the 

20 first capital event to the purchase price per share of the security. Next, since multiple shares held 
basis adjustment ratios were retrieved from the database in step 520, an intermediate cost basis is 
assigned to be equal to the current cost basis. Thereafter, the current cost basis is adjusted again 
(this time in step 560 which is used for processing mergers) by applying the second shares held 
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adjustment ratio associated with the second capital event to the intermediate cost basis. This 
process is then repeated until each further cost basis adjustment ratio retrieved from the database 
has been used to adjust the current cost basis. Accordingly, in the given example, the 
intermediate cost basis is re-assigned to be equal to the current cost basis (as adjusted using the 
5 second shares held adjustment ratio), and the current cost basis is adjusted again (this time in 
step 540 which is used for processing stock splits) by applying the third shares held basis 
adjustment ratio associated with the third capital event to the intermediate cost basis. Finally, in 
the given example, the intermediate cost basis is re-assigned yet again to be equal to the current 
cost basis (as adjusted using the third shares held adjustment ratio), and the current cost basis is 

10 adjusted again (this time in step 530 which is used for processing spin-offs) by applying the 
fourth shares held adjustment ratio associated with the fourth capital event to the intermediate 
cost basis. The current cost basis as adjusted using the fourth shares held adjustment ratio is then 
preferably output to a user via the screen shown in Figure 10. 

Referring now to Figure 6, there is shown a flow diagram showing a system for adjusting 

1 5 the cost basis of a security that has undergone a stock spin-off event, in accordance with the 

present invention. Figure 6 will be described using the following example: Company A spins-off 
Companies B and C, and prior to the spin off, the investor's average cost basis for each share 
Common Stock of Company A was $5/share. For the new companies (i.e.. Companies B and C), 
the day of the spin-off is deemed to be the day that the new company first traded separately. The 

20 average prices, at the time of the spin-off, are: Price for Company A Stock = pA = $4/share; 
Price for Company B Stock ^ pB ^ $3/share; and Price for Company C Stock = pC = $2/share. 

In Step 604, the process retrieves a first shares held adjustment rate (SHARi), In Step 
606, the process retrieves an identifier for the related investment (REL STOCKi) associated with 
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the first shares held adjustment rate (SHARi). The process may then retrieve the prices of the 
shares on the spin-off date 608. If it is determined 610 that there are more spun off companies, 
the process may continue to retrieve shares held adjustment ratios and related investments until 
all spun off companies have been identified. At this point, the process will have accumulated all 
5 of the spin-off stock information. New shares held information can be determined 612 by 

multiplying each shares held adjustment ratio (SHARj, SHAR2, ...) by the number of shares held 
prior to the spin-off event. Each new group of spin-off shares (SHARi * REL. STOCKi^ SHAR2 
* REL. STOCK2, . . .) may then be separated for further tracking. A basis allocation factor for 
each group may be calculated 614 using weighted averages based on the number and values of 

10 the shares involved in the spin-off event. The allocation factors may then be applied 61 6 to the 
original basis to determine the basis in each group of shares. 

Where the prices are for a mutual fund with a single price on a given day, the actual cost 
basis adjustment ratios for each of the Company A, B, and C investments can be stored. Where 
high, low, and average prices are being used to ascertain a strategy with the highest return to an 

15 investor, the individual prices per share (high, low, and average) may alternately be stored, with 
ratios calculated from the individual prices, or three cost basis adjustment ratios may be stored 
corresponding to a high strategy, a low strategy, and an average strategy. 

For the values of Company A, B, and C shares described above, the cost basis adjustment 
ratio (in a form relating the basis per share after an event to the basis per share before the event) 

20 for the originally held shares in Company A could be calculated as: 

CBAR, = — 

inA*pA) + inB*pB) + inC*pC) 

where nA, nB, and nC are the number of shares received per share of the investment which 

underwent the spin-off. Using pA=$4, pB=$3, and pC=$2, and assuming that one share of 
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Company B and one share of Company C were distributed for each ten shares of Company A 
stock held (i.e., nA^l, nB=.l, and nC=.l), the value of CBARa would be .8888. Applying this 
CBAR to the basis in the originally held shares of company A would yield a basis of $4,444 per 
share. By substituting pB, and pC into the numerator, cost basis adjustment ratios could likewise 
5 be determined for a basis in the newly held shares of Company B and C. Using the above values 
for pB and pC, CBARb would be .0667, and CBARc would be .0444. The basis for the newly 
held shares of Company B and Company C would be determined by applying the relevant 
CBAR's to the original per share basis of Company A stock held. 

Referring now to Figure 7, there is shown a flow diagram showing a system for adjusting 

10 the cost basis of a security that has undergone a stock split event, in accordance with the present 
invention. In step 704, a shares held adjustment ratio (SHARi) associated with the stock-split 
event is retrieved from database table 300. The number of shares held by the investor is then 
adjusted 706 based on the shares held adjustment ratio value. Thus, for example, if Company X 
had a 3-for-l stock split, and an investor held 100 Shares of Company X prior to the stock split, 

15 the number of shares held by the investor would be adjusted by multiplying the previous shares 
held by the investor by the shares held adjustment ratio. In the example, the above shares held 
adjustment ratio would be 3 and the adjusted number of shares would therefore be equal to 300. 
In step 708, the cost basis of the investment per share is similarly adjusted by dividing the 
investor's average cost basis for each share Stock of Company X prior to the split by an 

20 allocation ratio as discussed above. In assessing the effect of the next subsequent capital event 
on the cost basis of the shares of Company X, the present invention will use the adjusted cost 
basis yielded by this step 708 as a new starting point and then adjust this value to reflect the 
effect of such further capital event. 
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Referring now to Figure 8, there is shown a flow diagram showing a system for adjusting 
the cost basis of a security that has undergone a distribution reinvestment event. Figure 8 will be 
described using the following example: An investor owns 100 shares of Company YB stock, and 
prior to the dividend event, the investor's cost basis for each share was $5 per share. The 
5 investor's total basis for the 100 shares would therefore be $500. On 09/01/00, Company YB 
declared a dividend of $0.25 per share through a reinvestment plan, wherein the price per share 
of the Company Y stock at the time of the reinvestment was $10 per share. In connection with 
this example, a shares held adjustment ratio of 1 .025 would be stored. 

In step 802, the system retrieves from the database table 200 the reinvestment price of the 
10 stock (e.g. the Company Y shares, noted as rpY), and retrieves 804 the shares held adjustment 
ratio for the distribution event (which may be retrieved from Table 300). From the shares held 
adjustment ratio (nY) and the reinvestment price (rpY), (which may be retrieved from table) the 
distribution per share (d/s) of the Company Y stocks may be determined: 
d/s = (nY-'l)''rpY 

15 Alternately, the distribution per share value can be stored in table 300. In step 806, the 

number of newly acquired shares may be determined by applying the shares held adjustment 
ration minus one to the original number of shares held, or: 
NewShares = (nY -V)^ OriginalShares 
In step 808, the new adjusted cost basis (NACB) per share may be determined by: 

20 mACbJ^^^^^ 

nY 

Alternately, the new shares can be grouped 808 for further tracking, with the basis of the 
original shares unchanged, and set 810 the basis of the new shares equal to the purchase price of 
the new shares. In this situation, an average basis/share can be determined by summing the total 
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basis associated with each group of shares, and dividing by the total number of shares. For the 
described example, the basis per share before the event plus the distribution per share would be 
$5.25, which when divided by the shares held adjustment ration (nY) would yield a $5,048 basis 
per share. The process must track the number of new shares, or the number of original shares 
5 and the group of new shares, through subsequent events. 

Referring now to Figure 9, there is shown a flow diagram showing a system for adjusting 
the cost basis of a security that has undergone a merger event, in accordance with the present 
invention. Figure 9 will be described using the following example: An investor owned 100 
shares Company ABC, and prior to the merger event, the investor's average cost basis for each 

10 share Company A Stock was $5/share. Company ABC then merged into Company XYZ and 
every share of Company ABC stock was swapped for 2 shares of Company stock. The shares 
held adjustment ratio stored in the database 300 for this capital event would therefore equal .5. 
In step 906, a new number of shares (of Company B Stock) is determined by applying the shares 
held adjustment ratio (retrieved 902 from database 300) to the previous number of shares held by 

15 the investor. 

In step 908, a new average cost basis per share may be determined by applying the 
reciprocal of the shares held adjustment ratio to the previous average cost basis per share of the 
investment ($5/share). Thus, the new average cost basis per share is: 

New cost basis/share = $5/share * (1/2) = $2.5 per share 
20 In assessing the effect of the next subsequent capital event on the cost basis of the shares 

of Company XYZ, the present invention will use the adjusted cost basis yielded by this step 908 
as a intermediate value and then adjust this value to reflect the effect subsequent further capital 
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events. Since the company identifier will no long exist after the merger, the system will track the 
basis of the shares by applying events associated with the newly held security. 

Referring now to Figure 10, there is shown a process for resolving a de-listing event. De- 
listing events may be stored in Table 300. Once a de-listing event has been noted 1002, the 
5 process may search forward to determine if the investment has been re-iisted. If it is determined 
1006 that the investment has been re-listed, the process may return to processing capital events. 
If it is not determined 1006 that the investment has not been re-listed, the process notifies 1008 
the user of the de-listing event, and the basis of the investment at the de-listing date. 

Referring now to Figure 11, there is sown a process for resolving a worthless security 

10 event. Once a worthless security event has been identified, 1 102, the process may determine 
whether shares in a reformed company were exchanged for the worthless shares. If no shares 
were exchanged, the user may be informed of the worthless share event, the basis of the time of 
the event, and the date on which it occurred such that an investor can properly record a capital 
loss associated with the event. 

15 If new shares were exchanged, a shares held adjustment ratio (SHARex) can be retrieved, 

and a new shares held value may be determined. The basis of the new shares held may be 
determined 1112 from the value of the shares on the exchange date. The new shares may then be 
associated 1114 with the basis calculation. A capital loss associated with the event can be 
determined 1116, and reported 1 106 to the user. 

20 Now referring to Figure 12, there is shown a process for handling option investments. In 

accordance with a still further aspect, the database may store a list of all high/low closing and 
opening prices of equity and index options traded on an exchange. An option is an instrument 
giving the holder the right to buy or sell an investment at a predetermined price. Accordingly, 
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the instrument itself may be valued and traded on an exchange, as well as exercised. Such 
options may be characterized by the contracted investment price, as well as an expiration date 
after which the option cannot be exercised. 

If an investor is not aware of the exact date on which an option was either purchased or 
5 sold, the system may search for average values. 

The cost basis of an option is determined by its purchase price. The option may have a 
sale value associated, such that sale of the option or options results in a capital gain or loss, based 
on the sale price and basis in the held shares. 

An option traded without being exercised may be treated similarly to other investment 
10 vehicles. The sale price minus the basis provides the determination of capital gain or loss. If the 
option expires, the option may become valueless, similar to a worthless stock event. 

If the option is exercised, the effect is similar to a merger, in that the original option 
ceases to exist, but is replaced by the investment to which the option pertained. The execution of 
the option requires the purchase of the investment, albeit at the contract price. Once it has been 
15 identified (shown in Figure 5B) that option shares are involved, the user can be queried 1202 to 
determine whether the option shares were executed, and if executed, queried 1204 for a date on 
which the options were exercised. If it is determined 1202 that the options were executed the 
basis of shares acquired by exercising the options can be determined 1206 by adding the 
purchase price of the shares to the basis of the options to determine the basis of the new shares. 
20 These new shares can then be associated 1208 with the basis tracking event, and the basis of the 
new shares tracked 1210. For the purposes of this discussion, it is assumed that the options cease 
to exist when exercised, such that the new shares would be tracked forwards. 
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If it is determined that the options were not exercised, the options would expire. 
Expiration of the options results in the options becoming worthless. In this event, the process 
user may be notified 1212 of the expiration date for the options, and if it is determined 1214 that 
the options have expired, notified 1216 of the basis of the options at the time of expiration, and 
5 the need to report the associated capital loss. Since no shares of a new investment were acquired 
the process can end or return 1210. Returning 1210 would result in the same outcome, since no 
further capital events would exist for the expired options. 

Where an investment has underlying rights or warrants, a capital event can occur when an 
investor exercises rights on warrants, either converting a presently held investment, or exercising 
10 a right to purchase additional or different shares. These rights can either be associated with an 
investment when purchased, or issued by a share issuer while held by an investor. 

If stock rights were issued while held by an investor, and were taxable, the system may 
determine the basis of the rights, as the fair market value at the time of the distribution and the 
basis of the underlying stock may remain the same. If the stock rights were nontaxable, the 
15 system could determine if the fair market value of the rights were more or less than 15% of the 
fair market value of the underlying stock. If the stock rights had a fair market value of 15% or 
more of the fair market value of the underlying stock, the system could then divide the adjusted 
basis of the underlying stock between the underlying investment and the investment rights. A 
verified ratio can be determined based on the fair market value of each of the underlying 
20 investments and the investment rights to the fair market value of both at the time of issuance of 
the rights or warrants. 

If fair market value of the stock rights was less than 15%, the system will provide the 
user with both cost basis methods by determining the basis as zero or by dividing the basis of the 
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underlining stock between the underlining stock and stock rights. If the stock rights were 
exercised, the system will determine the basis of the newly acquired stock. If the rights were sold 
on the exchange, the system will determine its basis as well The holding period of that 
underling stock or of the original rights or warrants will also be calculated and displayed in the 
5 detail screen for tax purposes. 

For example, suppose an investor owned 100 shares of ABC Company stock, which cost 
$22 per share. The ABC Company issued 10 nontaxable stock rights (.1 stock right per share) 
that would allow the investor to buy 10 more shares at $26 per share. At the time the stock rights 
were issued, the stock had a market value of $30, not including the stock rights. Each stock right 
10 had a market value of $3. The market value of the stock rights was thus less than 15% of the 
market value of the stock and the investor could chose to divide the basis of the stock between 
the stock and the rights. The basis for the underlying stock and the stock rights would be as 
follows: 

100 shares x $55 = $5,500, basis of underling stock 
15 100 shares x $70 = $7,000, market value of underlining stock 

10 rights X $7 = $70, market value of rights 

($7,000/$7,070) X $5,500 = $5,445.39, new basis of underlining stock 
($70/$7,050)x $5,500 = $54.61 
Table 400 could also be sued to store a list of convertible securities. The cost basis and 
20 holding period of convertible securities can be calculated the same way as other securities, from 
the day after the purchase trade date if the security is not converted. If a convertible bond is 
purchased and later converted into another security, the system may adjust the cost basis and 
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holding period of the new security depending upon whether or not money was paid to effect the 
conversion. 

If capital is not needed to effect the conversion, the system may automatically adjust the 
cost basis and the holding period of the new security to begin on the day after the original 
5 convertible security was purchased. If capital were paid to effect the change, the system could 
adjust the cost basis and holding period for the portion of the newly acquired security attributable 
to the additional payment that began on the day after the payment. For the portion not 
attributable to the additional payment, the cost basis and holding period would begin on the day 
after the trade date on which the original convertible security was purchased. 

10 If the investor is not aware of the cost basis or acquisition date of the convertible security, 

the system could search the database for the information requested by the user. The system will 
automatically determine the adjusted cost basis and holding period for that convertible security 
based on the information provided above. The holding period of that convertible security will 
also be calculated and displayed in the detail screen for tax purposes. 

15 For example, suppose that in September, an investor bought for $1 a right issued by ABC 

Corporation entitling the investor, on payment of $99, to subscribe to a bond issued by that 
corporation. 

On October 6, the investor exercised the right and subscribed to the bond, which was 
issued on October 15. The bond contained a clause stating that the investor would receive one 
20 share of ABC Corporation common stock on surrender of one bond and payment of $50. 

Later, the investor presented the bond and $50 and received one share of ABC 
Corporation common stock. The investor did not have a recognized gain or loss. The basis of the 
investor's share of stock is $150 ($K$99+$50). The investor's holding period would be split. 
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The investor's holding period for the part based on his ownership of the bond ($100 basis) would 
begin on October 6. The investor's holding period for the part based on his cash investment ($50 
basis) would begin on the day after he acquired the share of stock. Each portion of the basis 
could be tracked through capital events. 
5 Additionally, table 400 may be used to store a list of mutual fund securities. If an investor 

is not aware of the cost basis or purchase date, the system may search the database for the 
information requested by a user. If an investor is not aware of the adjusted cost basis of the 
mutual fund due to a series of dividend reinvestment events and/or various purchase periods, the 
system can use an average basis method. The software can first determine, based on the stock 

10 symbol, if the mutual fund is equity or fixed income. The system can then ascertain the 

difference between ordinary income (which is considered ordinary income) and capital gain 
distributions. The system can identify both undistributed and distributed capital gains for 
reporting purposes. The system may increase the cost basis of the mutual fund shares when 
undistributed capital gains are realized. The system fixrther identifies return of capital 

15 distributions whereby the cost basis of mutual fund shares is reduced. If the mutual fund shares 
reached a level of zero, the system may then treat the return of capital distribution as a capital 
gain. When determining the cost basis of mutual fund shares, the system can use two methods, 
specific share identification and First-in first-out (FIFO), provided the investor did not 
previously use an average basis for the sale of shares of the same mutual fund. 

20 If the investor can definitely identify the shares sold, once the information is entered, the 

system will use the adjusted basis of those particular shares to determine capital gain or loss. If 
the shares were acquired at different times or at different prices and the investor cannot identify 
which shares were sold, the oldest shares still available are considered sold first. 
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The system may also use an average basis if the investor acquired the mutual fund shares 
at various periods and are left on deposit in an account handled by a custodian or agent. The 
system may further identify between two methods, a single category method and a double 
category method. 

5 In the Single category method, the system may automatically find the average cost of all 

shares owned at the time of each disposition, regardless of how long the investor owed them. The 
system may then determine capital gain or loss based on the holding period. Shares disposed of 
are considered to be those acquired first. The system could add the cost of all the shares owned 
(determined by the offer price), divide by the number of shares owned to determine an average 
10 basis per share. 

In the Double category method, ail shares in an account at the time of each disposition 
are divided into two categories, short-term and long-term. The system may then identify shares 
held for one year or less as short-term. Shares held longer than one year, may be identified as 
long-term. The process can the basis of each share as an average basis in that category. 
1 5 For an average basis example, suppose an investor bought 400 shares in the ABC Mutual 

fund: 200 shares on June 5, 1998, and 200 shares on May 15, 1999. On November 11, 1999, the 
investor sold 300 shares. The basis of all the shares sold would be the same, but the holding 
period of 200 shares would be long-term and the holding period for the 1 00 shares would be 
short-term. 

20 For a single category example, suppose an investor bought the following shares in the 

XYZ Mutual fund: 100 shares in 1996 at $10 per share; 100 shares in 1997 at $12 per share; and 
100 shares in 1998 at $26 per share. On April 8, 1999, the investor sold 150 shares. The basis of 
the shares sold would be $2,600 ($16 per share), computed as follows. 
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Total cost - ($1,000 + $1,200 + $2,600)= $4,800 
Average basis per share = ($4,800 / 300)= $16 
Basis of shares sold = ($16 x 150)= $2,400 
The screen output screen shown in Figure 13 displays three alternative cost basis 
5 methods; cost basis per share based on closing price, average high and low price and opening 
price. These alternatives are preferably made available to accommodate the user's option of 
selecting the most favorable tax treatment as permissible by the Internal Revenue Service. It will 
be understood by those skilled in the art that these alternative cost basis methods are 
implemented using similar calculation processes (described below), however, each method may 
10 use a different set of price information for making calculations. 

As shown in Figure 14, the present process is preferably embodied in an automated 
process, relying on database capabilities to provide the requisite information necessary for the 
process to be accomplished. The automated process may be hosted on one or more servers. 
Individual components of the system, such as database, may be provided by different entities, 
1 5 with the individual components communicably connected with the internet. 

The above process is illustrated assuming information regarding an investment is 
specifically known. If an investor doesn't know a date of purchase, averaged values can be 
developed for the investor based on a purchased period. Sale Dates can also be estimated where 
investor records do not provide the necessary date. 
20 Although the presently preferred interface between the system and a user is a graphical 

user interface, the present invention may be implemented in a batch process, such that a list of 
investments, and associated information, is presented to the system, allowing present basis 
determinations to be made on the list. Alternately, the present invention and process may be 
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implemented in spread-sheet fashion, with information provided to the system being provided in 
the form of a spreadsheet, such that revision of the data provided to the system via the 
spreadsheet causes the resultant basis determinations to be updated based upon the revision. 

The previous description of the preferred embodiments is provided to enable any person 
skilled in the art to make and use the present invention. The various modifications to these 
embodiments will be readily apparent to those skilled in the art, and the generic principles 
defined herein may be applied to other embodiments without the use of the inventive faculty. 
Thus, the present invention is not intended to be limited to the embodiments shown herein but is 
to be accorded the widest scope consistent with the principles and novel features disclosed 
herein. 



36 



